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o . ~ INTRODUCTION e

This booklet is intended to helpyou understand how the U.S. Office of
Education determines which students receive a Basic Educational Opportunity
Crant (BEOC). The BEOG Program is the largest of the Federal educational &as-

. gistance programs; more than 4,500,000 applications for assistance will be
.-processed for the 1979-80 academic year. Each yeaz, the Bureau of Student .
Financial Assistance in the Office of Education aiso receives numerous requests

for information about the formula used to determine eligibility for a BECG.

Eligibility for a Basic Eduational Opportunity Grant is based on the financial
strength of you and your family. To measure this financial strength the Basic
Grant Program applies a standard "need analysis" formula to thLe information you
report on your application. rhis booklet will explain how each item in the
formula works, and includes worksheets you can use to see how the Basic Grant
formula calculates your student eligibility index number.

The BEOG Program is an "entitlement" program. “"Entitlement” simply means
that a student who demonstrates need will receive a grant based on that need and ..
the cost of education at the postsecondary school he or she. attends. The
concept of entitlement further necessitates that all applicants be treated in a
standard, consistent manner. Such an approach ensures that there is no preferential
treatment for any student; it also prevents changing the Basic Grant eligibility
. formula to take into account special circumstances affecting only you or your
family. The financial aid administrator at your school may cohsider these
special circumstances while devel ping the total financial aid package, which in
addition to a Basic Grant may include a Federally sponsored loan, work study
job, or supplemental grant, as well as aid from State and private sources. "

¥

(34

Like all need analysis formulas, the Basic Grant Eligibility formula measures
the two main components of financial strength: income and assets. It also

_makes allowance for factors that affect income, such as the basic subsistence
expenses needed for foud, shelter, and other family needs; for U.S. income

taxes, unusual medical expenses, the extra expenses incurred when both parents
work or when there is only one parent in the household, and for the expenses

A\J

incurred for family members in postsecondary school, as well as for those in
- private elementary or secondary schools.

Additionally, the formula also protects a portion of the family's assets
from any assessment. Further, since income is such an important part of a
:‘9family‘s’financia1 strength, the formula provides that, if these allowances
exceed the income, the family's assets will be assessed to a lesser extent in
order to compensate for the income vjqeficit." However, any asset value beyond
these allowances is measured, since a family with equity in an asset has the
option of borrowing against that eguity, an option another family may not have.

£
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The first question facing the BEOG applicant is whether he or she must file
as a dependent or an independent student. To establish whether, for the purpose
of the .Basic Grant Program, you are a "dependent” of your parents and must
therefore report their ‘income on your application, the application asks the
following questions:

1) . pid or will you llve wzth your parents for more than 6 weeks in 1979
' or 1980?

a .
&

. 2) Did or will .your parents claim you as a tax deductxon in 1979 ox lBSO?V

. 3)  Did or will you receive more than $750 worth of support from vour
parents in 1979 or 19802
If the answer to any question for any year is "yes," you are considered
dependent and must report your parents' financial information on your application
for a Basic Grant. Note, however, that you must answer the two questions in the
"parents" section of the application that apply to you. One guestion asks for
your (and ‘your spouse's) total 1979 income minus U.S. income tax paid. The.
other question asks for the value of your savings and net assets,
If the answer to all questions for all years is "no," then you are considered
independent and must report your {and your spouse's) information on the application.

: The formula for calculating the student's eligibility index is developed by
~the Office of Education and reviewed annually by Congress. As a result of this
annual review, the formula for the calculation of the eligibility index is
likely to change from year to year.

For 1980-81, ‘there are several different versions of the formula for several
different categories of students. Each version is explained in the following
pages, and sanple case studies are anluded in Appendix A to illustrate each
. versxon L] ’ : :

n .
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i ' CALCULATION OF 1980-81 ELIGIBILITY INDEX FOR,
| . DEPENDENT STUDENTS .
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NOTE: Two worksheets ha . oceen developed for calculating the indices of
these students. The worksheets are identical except for the assessment of
assets. If pour parents do not have farm and/or business assets, use Work. heet
A? 1f your parents have farm and/or buziness assets, use Worksheet B.

1. Parents' Adjusted Gross Income in 1979 (line 1). All income which is .
available to the parents should be considered in the evaluation of their ability
to support the .cost of postsecondary education. The most valid reference for
parental income subject to Federal income tax is the adjusted gross income item
in the family's Federal income tax rxeturn (line 31 of the 1979 IRS Form 1040 or
line 11 of the 1979 IRS Form 1040A). This information ,is readily availaktle to
most families, and the informaticp can be verified by referring to the IRS forms
actually filed by the parents. "

Although parents provide from their current income for the educatior of
their children, this item requests 1979 income. If 1980 income figures were
requested, parents would have to make estimates. Recent studies show that, in
general, current-year estimates give a less accurate picture of a famnily's
financial strength than prior-year actual figures. - Middle~income families .
systematically underestimate current-year earnings, and lower-income families
systematically overestimate. : : -

. The amount to be entered here, therefore, is the amount entered on the 1979
Federal income tax return. However, if the parents earned their income overseas
and did not file a U.S. income tax returm, those earnings would be converted to ’
U.S. dollars and reported in this item. ,
Item la requests the income earned through employment by the father; item
1b requests the\game information for the mother. This information is used to
determine whether or not- the family is eligible for the employment expense
offset.

*
-
-

Although lines la and 1b often add up to the adjustcd gross income reported
on line 1, thebe are a number of instances where they may not. For example,
line 1 may.be less than the sum of lines la and ib if the parents have claimed
on their tax return “Adjustments to income" for such items as moving expenses;
. employee business expenses, payments to an IRA or Keogh account, interest penalties
on early withdrawal of savings, alimony payments, and disability income exclusions.

Simiiarly,.line 1 may be greater than the sum of lines la and 1p if, in
addition to income earned through employment, the parents have reported on thelir

tax form other taxable income such as interest, -@ividends, business income,
taxable portions of capital gains, or taxable pensions. B

2. ‘Total.Non-taxable Incom¢ in 1979 (line 2). 1Information on non-taxable
income must also be collected since this income clearly contxibutes to family
financial strength and may represent & considerable portion of the parental

" "income of many Basic Grant recipients.- Examples of non-taxable .income are:

<




Welfare benefits. ‘ ‘ S .
S .

Unemployment benefits. ) . ~ . -

- Social Security benefits received by parents for themselves, 'for
children under 18, and by the applicant himself or herself.
- Veterans benefits such as Death Pensions and Dependency and Indemnity

Compensation (DIC). Do NOT include benefits specifically for education
(Veterans or Dependents Educational Programs).,

-

- Income from tax-éxempt, bonds. - T ~ )
- Untaxed portions of .capita’ -gains. t

- Living and housing allowances (if the allawance is in the form of free

. room and/or board include the equlvglent cash value).

- Any other income not reported in any other item.

NOYE: . Include total yearly amount, not monthly payments.

3. One-half of Veterans Educational Benefits (line 3). . This item should contain .
', one-half of the total Veterans Educational Benefits the applicant expects to »
receive in the 1980-81 award period (July 1, 1980~~June 30, 1981). The only '
benefits to be included here are those from: the GI Bill and Veterans or Dependents
Educational Assistance Programs. Other vetérans' benefits, if received by the
parents in the 1979 calendar year, should be lncludedﬁmn!&tem 2. Other benefits
received by the applicant and hzs or her spouse in tHe 1979 calendar year should

~ be reported in item 25. . ) -

The amount ta.be entered on line 3 isg calculated as follows: multiply the
monthly- amount of the applicant's Veterans Educational Benefits times the number
of months for which these payments arc expected to be received between July 1,
198%\and June 30, 1981, and divide the result by two (2).

“ Example-

$311 (menthly payment) X 9 months = §2,799
$2,799 % = 81,400°
© Entes §1, 400 on line 3.

. 4. Annual Adjusted Family Income in 1979 (line 4). Annual adjusted income-is
the sum of parents' adjusted gross income (linre 1) plus non-taxable income (line
2) plus one-~half of veterans Educational Benefits (line 3).

-

5. Parents' Federal Income Tax Paid for 19879 (line 5). The 1391slat10n authorxzxng
the Basic Grant Program requires that a deduction be made from annual adjusted
income for the amount of Federal income tax paid on income received during the
base year. - : \

With one exception the figure here .is the amount actually paid, not the

- amount withheld. The "tax paid" figure is on line 47 of IRS Form 1040 or line
14a of Form 1040a. The exception cccurs when the parents earned income through
employment, had Federal income tax withheld, but are not required to file a tax
return and do not file one. {(One example of this is where the parent(s) earn
income and have Federal income tax withheld, but do not file a tax return because
the amount earned is too sm2ll to make €iling mandatory.) 1In this case, the

- amount withheld should be listed as "tax paid."” If the parents earned money
overseas and completed a foreign. tax return, the foreign taxes paid to a central
government should be converted to 1.S. dollars and listed here.

.
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6. Effective Family Income in 1979 (line 6). The result of subtracting Federal

income tax paid (line 5) from the annual adjusted family

income {line 4) is the

effective family income. This figure is the base for gplculating the expected’

contribution from parental income.

7. Family Size Offset (line 7). 1In sddition to taxes, s family has basic
subsistence expenses which must be met before any contribution from income can
be expected. These expenses vary depending on the size of the family involved.

) The offsets are listed in Table 1 (p. 53). They are derived from the
“"Weighted Average Thresholds at the Low Income Level" developed by the Social
Security Administration and published by the 3ureau of the Census. These expenses

are based on the food costs for families:of given gizes,

and maké certain assumptions

about additional expenses of shelter and other family.needs. The offsets are
updated every year to accommodate increases in the Consumer Price Index published

by the Department of Labor.
H . :

For the 19080-81 award period, the family size offse

N

-

ts used during the 1979~

80 award period have been increased by 12.2 percent to reflect the rise in cost

of living expenses from October 1978 to October 19279, an
nearest §50. T ‘ .

& <

8. Unusual Medical Expenses (line 8). The Basic Grant

d then rounded to the:

Program has adopted the

Internal Revenue Service definitions of medical and dental expenses in determining
"unusual expenses" for the Basic Grant Program. The use of Intermal Revenue
Service definitions:avoids the need for creating a new definition of expenses
which would be used only by the Basic Grant Program. However, some distinction

. must be made between expenses which may be itemized for

income tax purposes and

those itemized expenses which are "unusual" for purposes of the Basic Grant

‘eligibility formula.

The amount of unusual medical expenses which may be deducted from effect{vé

family income (line 6 of this worksheet) is that amount
of effective family income. This exclusion is designed
such expenses to those which are genuinely unusual.

in excess of 20 percent
to confine claims for

It should be noted that unusual expense amounts shduld reflect the actual.
expenses paid during the year and not current unpaid debts incurred as a result
of unusual expenses. Insurance premiums cannot be reported, nor can expenses
that are paid for by insurance. Only amounts not covered by insurance or not
otherwise reimbursable can be listed. If the parents itemized deductions on

* their 1979 U.S. income tax return, the total of lines 2
Form 1040, should be entered here.c

and 6, Schedule A,

9. Employment Expense Offset (line 9). 1In constructing budgets which recognize
expenses for families, provision must be made for the expenses of the breadwinner
which occir as a result of employment itself. Some expenses for clothing,
transportation, and other items are attributable to occupational needs. When
both parents work, additional employment expenses are incurred. Also, if a
household is headed by a single parent, the costs associated with his or her

employment are greater than for a comparabie worker who

spouse.

Therefore, in the determination of the.eligibility

has a non-employed .

index, an "Employment

Expense Offset" has been constructed to treat more equitably the income of the
two~parent family in which both parents work, or the' single parent household.

4
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It is recognized that both cf,theee types of families will occur frequently in

the lower~income familles for which Basic Grant eligibility is greatest. The

5££q§; providaes that 50 percent of the earnings of that person with the lesser

ea gs, or 50 percent of the carnings of the single parent, will be protected

frcm any contribution toward education. The maximum offset is $1,500. Thus, up
to $30 a week is available for the additional expenses which these perents face.

10. Unreimbursed Elementary and Seeondarg,Scheal Tuition and Fees (line 10).

The Basic Grant Program is required by law to take into consideration the cost

for tuition and fees -incurred during the base year by families that have dependent
children enrolled: in private elementary and secondary schools.”'xhe amount of %
tuition and fees for family members enrolled in private elementary and secondary
schools which may be deducted from the effective family income (line 6) is that
amount paid which was not covered by scholarships, grants, or other forms of
student aid. DO NOT include the cost of tuition and fées for dependents in
POSTeeeondery educetienel institutions.

11. Total Offsets Against Income (line 11). The sum of line 7 (family size

offset) plus line 8 (unusual medical expenses) plus line 9 (employment expense
offset) plus line 10 (unreimbursed,elementary and secondary .school tuiticn and
fees) is the amount which is deducted from effective family income (line 6) in

order to determine discretionary income.

12. Parents' Discretionary Income (line 12). The income which remains ;;Ee:\in\ _,'

allowance has been made for family living expenses, Federal income taxes,

unusual expenses, employment ‘expense offset, and an offset for unreimbursed
elementary and secondary school tuition and fees may be identified as discretionary
income. This income is available for the purchase of goods and services which
enhance the standard of living of the family, including the cost of postsecondary

“education. This income may be a positive or negat‘ve amount. TIf the discretxonary
“income is a positive amount, some contribution is expected in accordance with _
step 13. If the discretionary income is a negative amount, no contribution from

inecme is expected .o

13. Standard Parental Contribution from Income (line 13). If line 12 is &
positive amount, a standard contribution from income can be determined. A
standard contribution of 10.5 percent is expected from discretionary income.

This contribution rate appears reasonable in terms of the several demands
made on family income, especially in light of the fact that the cost of sup~
porting the student for the academic year is included in the cost of educatien
and -does not have to be met from the general hudget resources.

NOTE: IF COMPUTING THE, INDEX °F AN APPLICANT NOT REPORTING FARM AND/OR
BUSINESS ASSETS, PROCEED TO ITIM 14 BELOW.

]
IF COMPUTING THE INDEX OF AN APPLICANT WHO REPORTS FARM AND/OR BUSINESS '
ASSETS, TURN TO pp. 15-17, WHICH CONTAIN THE STEPS INVOLVED IN DETERMINING
THE PARENTAL  CONTRIBUTION FRQ& EARM AND/OR BUSINESS ASSETS.
. .
14. Parents' Net Assets (line 14). Assets include cash on hand and in savings

and checking accounts, trusts that are legally accessible, stocks, bonds and

other securities, home (if owned), and other real estate. Since equity is being
meesured, ‘debts shauld be subtracted from the grass value of the assets.
N
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* 15. Asset, Reserve (line 15). In order to determine the amount of parental
assets which can be considered in determining a contribution for educational
purpcses, an asset reserve of $25,000 is subtracted from the net assets of the
parents. Since families accumulate assets for several purposes including
vetirement, future comsumption, and the postsecondary education of their children,
a portion of assets should be reserved from any contribution toward postsecondary
education, and remaining assets should be assessed at some rate less than 100
percent. This $25,000 asset reserve allows for emergencies and retirement
needs. ‘ . . o '

. -
L -

16. Available Parental Assets (1ihe 16). Subtracting line 15 (asset reserve)
from line 14 (net assets of parents) yesults in available parental assets. If . .
this is a negative amount, enter zero since there is no provision in the formula
for the treatment of negative assets. ‘

17. Standard Contribution from Available Parental Assets (1in® 17). Once the
available parental asgsets have been determined, an assessment rate of 5 percent
will be applied. Because the value of assets grows, $his rate of asset assessment ~
will generally leave the family's asset position largely unimpaired. A 5 percent

_ rate is below current real estate and savings actount appreciation rates, and
therefox€’ seems reasonable. - : - |

The result-of multiplying the amount of net assets times the asset assessment’
rate Eepre§ents the parental contrihupion from assets.
18. Dffset Against Asset Contribution for Neqative Discretionary Income (line. 18).
1f the family's income ‘is less than the. sum of the various offsets against o .
income, the support of basic family needs must be given priority over the support
of postsecondary education. Therefore, the amount of the negative discretiohary
income of the family (as computed in line 12) is deducted from any oontribution
from pargntal assets as calculated above. . -

W+ 19, Contribution from Parental Assets (line 19). This contribution is determined
by 'subtracting the negative income component (line 18) from the standard contribution
from assets {line 17). The result (if positive) is the expected parental contribution
- from assets for educational purposes.

-
- . N *

ZD.f Contribution from Parental, Income and Assets {line 2C). Adding line 13
(standard contribution from income) to line 19 (standard contribution from
assets) results in the expected contribution from parents with one family member
in postsecondary education. o o

-

“21. Multiple Student Adjustment (line 21). If a family has more than one
member enrolled in postsecondary education for -tHe: 1980-81 award period, the
figqure on line 20 must bz adiusted. Since each student has an allowance for
cost of attendance, ‘the family's discretionary income is effectively decreased

. when there, is, more than one family member in postsecondary education. In order
+o determine the appropriate percentages, the. contributions expected from different

— family sizes were compared. These investigations indicated that 140 pércent of
the contribution for one student would be a reasonable assessment against the //
family with two students. Thus, each student would receive 70 percent of the / -
contribution which the family would make if there were only one student in the

- . . -p

-
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. family. Similarly, 150 percent of ‘the single atu&ent contribution seeme&
adequate for -the family wdth three children in‘postsecondgry education. Thus,
eaci, -student’ could expect 50 percent of the single student contrihuticn for each

L dhi.d in postsecondaryfeducation. N L U L

L3

The fallowing %abie suhmarizes the treatment of families with different

numhe;s of family mémbers. in postsecondary education: .
. . = \‘ | | s ' PR} N . , |
Number Family contributicn Contribution per
of students . for all students .+ student as a percent
in postsecondary ' as a percent of ‘;”‘f - of standard
education standaxd contribution " contribution.
R ;100 _— 100 oo ,
-2 T L A : 70 . o
. ¢ . ‘3 1. . ) .150 . - - ’ ) 50 ) /
. 4 or more ‘ ; _ 160 . ] J " 40
22. Net Assets of 'Student (and Spouse) (line 22). These are defined in the
- same fashion as those of the parents. Debts against the assets should be,
deducted beforn listing the value of the assets.. Trust funds in the student's
. {or spouse'’s) name should be included. chly if the student (or spouse) is fot
legally restricted from access to these Tunds. | , o . :
.23." Student' sunvailable Asgets (1ine 23). e
- : 23 < . o v : : <.
'~ a. If the stuaent is married, an asset reserve of $25,000 has neen estahlished.
.7 - This parallels the asset- treatment for married independent students,

- L

except that there is no ad?!._ional asset reserve for farm or business
assets. Subtracting the $25,000 asset reserve from the student's (and
spouse's) net assets gives the available student assets. If this
amount is negative, enter-0 on line 23, :'ince there is no pruvision in
the formula for the treatment Qf negative assets.

b.. 1If the student is not msrried, éntex the amount from 1ine 22 on line
. 237 .‘ o : .

e
. -

24.. Contribution from Student‘s {and Spouse’s) Assets {line 24).
'a.  If the student is married, multiply the figure on line 23 by .05,
This procedure parallels the asset treatment for married independent
students. -
, Re *If the student is not married, muliiply the figure on Iine 23 by .33,
This assessment rate parallels that for single independent studehts. o

The result of multiplying “the student s net assets {line 23) by the appraprzate
assessment rate is the amount expected from student assets for educational .

puz:poses .

. ¥
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25. ftudent's fand Spouse's) Effective 1979 Income (1ine 25). This .item .
contains the student's (and spouse's) total non-taxable income (the same type of
income described in item 2) plus the student's (and spouse's) total taxable
income (wages, salaries, tips, interest, dividends, and any other taxed income),
_minus total U.s. income tax paid by the student (and spouse). The "tax paid”
figure is on line 47 of the IRS Form 1040 or on line l4a of IRS Form 1040A.

26. Dependent Student {and Spouse) Offset (line 26). Since the income of the
© dependent student (and spouse) is incorporated into the eligibility formula, s,
. offsets against that income are provided, just as they are for the parents. S

However, since the parents' family size offset allows for some of the student's

maintenance expenses, the dependent student offset is smaller, in order to avoid

double ~ounting of allowances for maintenance expenses. : '

The single dependent student offset is $2,650; the married dependent
student offset is €3,850. These offsets allow for basic subsistence expenses,
vhile insuring that the resources represented by 33531295 beyond' these amounts
are not ignored. ‘ - g - B

27. Student's (and Spouse's) Discretionary Income {1ine 27). The income which
remains after an allowance has been made for family living expenses, and Federal

. income taxes may be identified as discretionary jncome. This income is available
for. the purchase of goods and services which enhance the standard of living,
"including the cost of postsecondary education. This income may be &« positive or
negative amount. If the discretionary income is a positive amount, some comtribution
will be expected. If the discretionary income is a negative, amount, no contribution

. from income will be expected. L | ' ‘

. 3

b1

26. Standard Contribution from Discretionary Student tncome (line 28). 1If line
27 is a positive amount, a standard contribution from discretionary income can .
be determined. For single students, 75 percent of discretionary student income
(iine 27) will be included in computing the eligibility index. For married
' students, 25 percent of discreticnary student income will be included.. These
. assessment rates are identical to those for independent students and reflect the
 Basic Grant Program's philosophy that the student, as the dixect beneficiary of
his or her postsecondary education, should be required to contribute a larger
portion of his or her resources than would be expected from & parent.- -

. o

29. sStudent Eligibility Index (line 29). The student’s eligibility index ,
&uals the sum of lines 21, 24, and 28. An index of 1600 or less means that’
a student is eligible far a Basic Grant. To receive a drant, the student must -
be enrolled at least half-time in an eligible program of study offered by an
eligible postsecondary institution. '

pe
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WORKSHEET A

CALCULATION OF 1980-81 ELIGIBILITY INDEX FOR DEPENDENT STUDENTS
WHOSE PARENTS HAVE NO FARM OR BUSINESS ASSETS &

A

l.. parents’ adjusted‘gross income in 1979 S Co 1

a. Amount earned from work by father. N la
h., Amount earned from work by mother. y 4 1b

2. Parents' total non-taxable income in 1979 : :
{including student's Social Security benefzts) - : . ' + - 2

3. One-half of the Veterans fducational C
Benefits that the student will receive between

. July 1, 1989 and June 30, 1981, + 3
4. Annual adjusted family income (lines 1+2+3) = 4
' 5: Parents' Federal income tax paid for 1979. | ‘ - S
§. Effective family income in 1979 (1ine 4 minus | T
line 5). . S ‘ = 6
7, PFamily size offset (Table L. _ o ‘ ' 7 : ’
8. Unusual medical expenses. - .. + 8 -
9. Employment expense offset. L+ 9 A
10. Unreimbursed elementary and secondary '
‘school thuition and fees. + 10
11. Total offsets against income (lines
~ . 74849+10). <« - 11
"12. Parents' discretionary income (line 6 mznus L
line 11). . = 12
13. Standard parental contrzbutzon from income. (If __—
lxne 12 is positive, multxply it by .105; if line S0 X-.105
XQ12 is negative, enter 0). . 13
14. Parents' net adsets. | . | 14
15. Asset reserve. ‘ ' S -25,000 15
16. Available parental assets (line 14 minus
. ' line 15). ' . L o 16
* 17. Standardé contribution from available parental X .05 "
: " assets. (If line 16 is positive, multiply it . ' :
- by .05; if line 16 is negative, enter 0.) 17
18. Offset against asset contribution for negative ' ~
F ' discreticnary income. (If iine 12 is negative, .
) enter it as a positive number; otherwise enter 0.) - 18
19. Contribution from parental assets {line 17 minus ' |
‘1line-18). 1If negative, enter O. s 19
~ 20. Contribution from parental income and , g . C
. assets (line 13 plus line 19). ST | 20
21. Multiple student adjustment: multiply line 20 B
' by multiple student rate (Table 2). ‘ X 21
22, Net assets of student (and spouse) 22

23. Student's available assets \
a.  If student is married, subtract $25,000
from the amount on line 22 and enter the result
on line 23. If the result is negative, enter C on-
line 23.
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WORKSHEET A (continued)

b. 1If student is single, enter\the amount
from line 22 on line 4, :

24. Contribution from student's (and spouse's)
assets. Multiply line 23 by appropriate assess-
ment rate (single student .33. married
student = ,05),

25. Student's (and spouse's) effective 1979 income _ L
‘(non-taxable income plus taxable 1ncome mlnus U.s. -~
income tax paid). '

26. Dependent student offset . (sxngle student = 2 650,
married student =-3,850), - ‘.

27. student's (and spouse's) dlscretlcnary income (line

. 25 minus line 26).
- 28. Standard contribution from student lncome.
1f line 27 is positive, multiply it by '
.75 if the student is single, or by .25 if the
student is married; if line 27 is negatxve, enter
0 on line 28. (See Table 5.) . '

29. Student's Ellglblllty Index = the sum of lines

21, 24, and 28. IR

¢
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'ASSESSING.PARENTS' FARM OR BUSINESS ASSETS:
ADDITIONAL STEPS FOR WORKSHEET B

The computation used for determining assessable farm ar.d/or business
equity is a more involved procedure, because it must incorporate two basic
concepts. These are:

1. To be consistent with the treatment of assets for applicants who do
not report farm or business assets, the asset reserve against the
home, investments and real estate, and savings may not exceed $25,000.
The total reserve against all reported assets for applicants reporting

. farm and/or business assets may not exceed $50,000. If equity in the
home and other assets is less than $25,000, the "left-over" asset
reserve may be used against the farm and business assets. '

2. A special adjustment is allawed'when the debts against farm or business
assets exceed the value of those assets.

For these reasons, the computation of available parental assets requires. several
intermediate computational steps. These steps are as follows:

14. Parents' Net Farm and Business Assets (line 14). Determine equity in farm’
and/or business assets by establishing the current market value of such assets
and deducting the debts against these farm and/or business assets. (For purposes
of the Basic Grant formula, "Farm Assets” means any property owned and used in
the operation of a farm for profit, including real estate, livestock, livestock
products, crops, farm machinery, and other equipment inventories. A farm is not
considered to be operated for profit if crops or livestock are raised mainly for
the use of the family but some income is derived from incidental sales. "Rusiness
Assets" means property that is used in the cperation of a trade or business,

~ including real estate, inventories, buildings, machinery and other equipment
inventories, patents, franchise rights, and copyrights.)

15. Parents' Net Home and Other Assets (line 15). This item includes cash on .
nand and in savingst and checking accounts, trusts that are legally accessible, -»
stocks, bonds, and other securities, home (if owned) ; and other real estate.
Since equity is being measured, debts shculd be subtracted from the gross value
of the assets. '

. 15a. Adjustment‘for Negative Faxrm and Business Assets (line 1%a). Use this
step only if farm/business assets (line 14) are negative.

, 1f the family has negative farm and/or business assets, that is, if the
total gross value is less than the total debts against the assets, such negative
_amounts are taken into consideration in determining the total asset position of
the family. Therefore, when farm and/or business equity is negative, that
negative amount is subtracted from any equity in home and/or other assets
(line 15). This step reduces the amount of equity in home and other assets that
will be.available for assessment in steps 16 and 17.

15



15b. Non-Farm/Non-Business Asset Reserve (line 15b). Use this step only if
Farm/Business Assets (line 14) are negative,

Farm and business:owners receive a $25,000 reserve for these assets, and
another $25,000 reserve for houe, real estate, investment, and other assets, If
Farm/Business Assets (line ]4) are negative, subtract the $25,000 home/real
estate/investment reserve fxom line 15a (remember that line 15a contains a
home/real estate/investment value that has been reduced to compensate for negative
farm/business assets). Enter the result on line 15d. : : D

15c. Non-Farm/Non-Business Asset Reserve (line 15¢). Use this step 5n1y when
Farm/Business Assets (line 14) are positive. .

Farm and business owners receive a $25,000 reserve for these assets, and
another $25,000 reserve for home, real estate, investment and other assets. If
Farm/Business Assets (line 14) are positive, subtract the $25,000 home/real

. estate/investment reserve from line 15, which coantains the value of these assets.

Enter the result on line 15d4., . . .

15d. Available Non-Farm and Non-Business Assets (line 15¢). The result of
subtracting $25,000 from line 15a (or from line 15, where appropriate) is the
~total available non~farm and non-business value. If this figure is negative,
fnter zero since there is no provision in the formula for the treatment of
negative total assets.

.16. Total Assessable Assets (line 16). The maximum offset that any applicant
reporting farm and/or business equity can receive against assets is $50,000.
Total offsets against home and/or other assets cannot exceed $25,000. Therefore,
in considering home and/or other assets the equity in the home and/or other
assets must be added in first so as to establish the remaining asset reserve
against farm and/or business equity. Further, since the maximum reserve against
home and/or‘other assets is $25,000, the maximum that can be entered from line

15 is $25,000, so that fa:m and/or business owners are assured of a minimum
asset reserve of at least $25,000 on their farm and/or business  assets. This

. minimum could be increased up to $50, 000, depending on the amount of asset
 reserve “used" against home and other assets. ’

. The sum of home and/or other assets from line 15 (up to a maximum of
$25,000) and the net farm apd/or business assets from line 14 is entered on line
! 16- ’ ' ’ - . M .

16a. Total Asset Reserve (line 16a). The additional asset reserve for farm
and/or business is in consideration of the fact -that some occupations require a
.substantial asset position tc make a living, Subtract the total asset reserve
of §$50,000.

16b. Available Farm and/or Business Assets (line 16b). Subtracting line 16a
- from line 16 results in available parental farm and/or business assets. {If
- result is negative, ‘enter zero since there is no provision in the formula for

the treatment of negative assets.) -

4
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'16c. Total Available Parental Assets (line 16c). The sum of line 154 and
line 16b ig the total available assets subject to the 5 percent assessment rate.

The remaining stepé are the same heginning with step 17 (p. 9), which is

the asset .sessment rate.. ‘ ‘ R
° .
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WORKSKEET B

P

- CALCULATION OF 1980~81 ELIGIBILITY INDEX FCR DEPENDENT STUDENTS
OSE PARENTS HAVE FARM OR BUSINESS ASSETS

N - . * “oed .

. 1. parents' adjusted gross income in 1979 ' _ . 1
" a. Amount earned from work by father. ) la '
b. Amount earned from work by mother. ' 1b
2. Pparents' total non-taxable income in 1979 o | o
(including student's Social Security benefits). o ‘ o+ 2
3. oOne-half of the Veterans Educational '
Benefits that the student will receive between .
July 1, 1980 and June 30, 198l. - I ‘ + 3
4. Annual adjusted family income (lines 1+2+43). Lo : - T = 4
5

5. Parents' Federal income tax paid for 1979. . S -
6. Effective family income in 1979 (line 4 minus - :

line 5). : ’ ; o o= 6. .
7. Family size offset (Table 1). . e 7 .
-8, Unusual medical expenses. . %t 8 ‘ B
9, Employment expense offset. : o + 9
¢ 10. Unreimbursed elementary and secondary T : -
school tuition and fees. | Y . 10 S S
11. Total offsets.against income (lines S ‘ o
| 7+849+410). o : | : - 11
12. Parents' discretionary income (line & minus ‘ S
line 11). . n . : ‘ o= 12
13. Standard parental contribution from income. (If " - o I
line 12 is positive, multiply it by .105; if line o x .105 |
12 is negative, enter 0). o . : I » : 13 -
14. Parents' net farm and business assets. - - o P 14
15. Parents' net home and othexr assets. If negative, o B
- enter O. ' " . 15

If * .ne 14 is negative, do stefs 15a, 15b,
. and 15d. 1If line 14 is positive, do steps
15¢ and 15d. . b ' '
a. Adjustment for negative farm and business
“. . assets. (If line 14 is negative, deduct '
.  ¢rom line 15 and enter result on line 15a). 15a
b. Non-farm and rion-business asset reserve | S
(negative assets}. If line 14 is negative,
subtract 25,000 from line 15a and enter . '
" result on line 15d4. . =25,000 15b
'c.. Non-farm and non-business asset reserve .
({positive assets). 1If line 14 is-positive,
. ‘subtract 25,000 from line 15 and enter result
.. on line .l15d. ‘ o
d. - Available non-farm and non-pusiness assets. .

-25,000 15c

- 1f negative, enter 0. , ‘ i5d
'16. Total assessable assets (add iine 14 plus 15). . ' ‘

1€ line 15 exceeds 25,000, add only 25,000 : K

to line 14. ’ ' ' . , ' 16

a. Total asset reserve. = - =50,000 l6a
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17.

18,

19.
20.
21'

22.
23,

24,

25,

26.

27.

28.

29.

~ . WORKSHEET B (continued)

" b. Available farm and business assets (line 16

‘ minus l6a). IF negative, enter O.

c. Total available parental assets (line 154 +
line 16b). .

Standard contribution from available parental

- assets. {If line 1l6¢c is positive, multiply it

by .05; if line 16¢c is negative, enter 0).

Offset against. asset contribution for negative
discretionary income. {If line 12 is negative,
enter it as a gositzve number; othexrwise enter 0).
Contribution from parental assets (line 17

minus line 18). If negative, enter O.
Contribution from family income and parental

" assets. (Line 13 + line 19).

Multiple student adjustment: multiply line 20
by multiple student rate (Table 2). :

-Net assets of student {and spouse) .

Student's available assets
a. If student is married, subtract 25,000 o
from amount on line 22 and enter result on
line 23. 1If result ‘is negative, enter Q
"on line 23,

"~ b. If student is sxngle, enter amount from line

22 oa line 23.

' Contribution from gtudent's (and spouse's)

assets. Multiply line 23 by appropriate assess-
ment rate.. (Single student = .33, married '

_student = ,05).

Studernit's (and spouse s) effectxve 1979 income
{non-taxable income plus taxable income minus

J.S. income tax paid). "
Dependent student offset (single student = 2 650..
married student = 3,850). °

Student's (and spouse's) discretienaxy income

“{line 25 mifus line 26). - ;.

Standard contribution from student
income. If line 27 ig positive, multiply it

by .75 if the student is single, or by .25 if
- -the student is marrzed. If line 27 is negative,
- enter 0 on line 28. '(See Table 4).
Student's Eliglbility Index = the sum of lines 21, 24, and 28.
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CALCULATION OF 1980~81 ELIGIBILITY INDEX FOR INDEPENDENT
STUDENTS WITH A FAMILY SIZE OF ONE "

For purposes of the Basic Grant Prcgram, an *independent” student is one
who: ‘ , ‘ .

4 1. -Has not been and will not be claimed as an exemption for Federal
income tax purposes by the parent (s) for 1979 or 1980;

2. Has not received and will not receive financial assispance of more than
$750 (in»bash or kind) from his/her garent(s) in 1979 or 1980; and

3. Has not lived and will not live for more than a total of six weeks in
the home of a parent in 1979 or 1980. = =

wparent" means the applicant's mother and/or father or adoptive parents.
It does not mean foster parents or guardians. :

If the answer to all questions for both years is no, the applicant is
considered independent for purposes of the Basic Grant Program. The eligibility
index for the independent applicant who has no dependents will be calculated
according to the following procedures: '

1. Adjusted Gross Income (line 1).  All income which is available to the
applicant should be considered in the evaluation of ability toc support the cost
of postsecondary education. The most valid reference for taxable income is the
Adjusted Gross Income item as reported on line 31 of the 1979 IRS Form 1040 or
line 11 of the 1979 IRS Form 1040A. This information is readily available and
can be verified by referring‘'to the IRS forms actually filed.

The decision as to which year's income is to be considered for independenf
_students is a difficult one. Traditionally, a student's income may vary considerably
from year to year. While it may be preferable to ask the s+tudent to estimate T
his or her earnings for the current year, recent studies have shown that estimated
income is not a reliable base for determining student financial need, and serious
reservations exist as to the categoric use of estimated income for all independent
., applicants. Theyefore, it has been determined that the adjusted gross income to
be considered is that amount entered on the previous year's Federal income tax
return.  This alsc has the advantage of being consistent with the data collected
for dependent students and assures that the . eligibility index of all students is
determined from the same base. '

2. Total Non-taxable Income in 1979 (1ine 2). Information on non-taxable
~ancome must also be collected since this income clearly contribute to financial
strength and may represent a considerable portion of the income of many Basic

Grant recipients. Examples of non-taxable income are: '

~ ' Welfare benefits.
- Unemployment benefits.
- Social Security benefits.

'\\ . 2 l
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- ‘Veterans benefits such as Death Pensions and Dependency and Indemnity
Compensation (DIC). Do NOT include benefits specifically for education
(Veterans or Dependents Educational Programs.).

- Income from tax-exempt bopds.

- . Untaxed portions of capital gains. . - : :

- Living and housing allowances (if the allowance is in the form of free
room and/or board, include the equivalent cash value).

- Any other income not reported in any other item.

L4

'NOTE: Include total yearly amount, not monthly payments.

3. One-half of Veterans Educational Benefits (line 3). This item should contain
one-half of the total Veterans Educational Benefits the applicant expects to
receive in thg\lQSO-Sl award period (July 1, 1950--June 30, 1981). The only
benefits to he included here are thpse from the GI Bill and Veterans or Dependent
Educational Assistance Programs. @ther veterans' benefits received by the '
applicant in 1979 should be reported in item 2. SR ‘ .

The amount to be entered on line 3 is calculated as follows: multiply the
monthly amount of the applicant'’s Veterans Educational Benefits times the number
of months for which these payments are expected to be received between July 1,
1980 and June 30, 1981, and divide the result by two (2).

Example:

$311 (monthly ﬁayment) X 9 months = $2,799
$2,799 * 2 = $1,400
Enter $1,400 on line 3.

4. Annual Adjusted Income in 1979 (line 4). Annual aljusted income is the sum o
of adjusted gross income (line 1) plus nan-taxable income (lipe 2) plus one-half
of Veterans Educational Benefits (line 3).

5. Federal Income Tax Paid for 1979 (line 5). The legislation authorizing the
Basic, Grant Program requires that a deduction be made from annual adjusted
income for the amount of Federal income tax paid on income received during the
-base year. The figure here is the amount actually paid, not the amount withheld.
Qhe "tax paid" figure is on line 47 of the IRS Form 1040 or line 14a of Form
1040a. 4 - '

, . The exception occurs when the applicant earned income through employment,

had Federal income tax withheld, but is not required to file 'a tax return and

did not file one, (One example of this is where the applicant earns income and
~has Federal income tax withheld, but did not file a tax return because the amount
earned was too small to make filing mandatory.) In this case, the amount withheld
should be listed as "tax paid." '

If the applicant earned money, overseas and compléted a foreign tax return,
the foreign taxes paid to a central government should be converted to U.S.
dollars and listed here. » : - ‘

6. Effective Income in 1979 (lime 6). The result of subtracting Federal .
incume tax paid (line 5) from the annual adjusted income (line 4) is the student's =
- effective income. This figure itz the base for calculating the expected contribution

- from income. : ' ’ : .
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7. Family Size Offset (line 7). 1n addition to taxes, a family has basic
subsistence expenses which must be met before any contribution from income ~an
be expected. These expenses vary depgnding on size of the family involved.

The offsets are derived from the *Weighted Average Thresholds at the Low
Income Level," developed by the secial Security Administration and published by
the Bureau of the Census. These expenses are based on the food costs for families
of given sizes, and make certain assumptions about additional expenses of shelter
and other family needs. The offsets are updated every year to accommodate '
increases in the Consumer Price Index published by the Department of Labor.

For the 1980-81 award pariod, the family size offsets used during the 1979~
80 award period have been increased by 12.2 percent to reflect the rise in cost
of living expenses from October 1978 to October 1979, and then rounded to the
nearest $50. The family size offset for an independent student with a family
size of one is $3,850. ’

‘8. Unusual Medical Expenses {line 8). The Basic Grant Program has adopted thé
Internal Revenue Service definitions of medical and dental expenses in determining
munusual medical expenses" for the Basic Grant Program. The use of Internal o
Revenue Service definitions avoids the need for creating a new definition of
expenses which would be used only by the Basic Grant Program. However, some
distinction must be made between expenses which may be itemized for income tax
purposes and those itemized expenses which are "ynusual"” for purposes of the

Basic Grant eligibility formula. N

The amount of unusual medical expenses which may be deducted from effective @
family income (line 6 of this worksheet) is that amount in excess of 20 percent
of effective family income. This exclusion is designed to confine claims for
‘such expenses to those which are genuinely unusual.
1t should be noted that unusual expense amounts should reflect the' actual
l expenses paid during the year and not current unpaid debts incurired as a result
of unusual expenses. Insurance premiums cannot be reported, nor can expenses
that are paid for by insurance. "Only amounts riot covered by insurance or not
otherwise reimbursable can be listed. If the applicant. itemized deductions on
his or her 1979 U.S. income tax return, the total of lines 2 and 6, Schedule A,
‘Form 1040, should be entered here. ’ '

9. Total Offsets Against Income (line 9). The sum of line 7 {family size
offset) plus line ¢ (unusual medical expenses) is the total amount which is

_deducted from effective income (line 6) in order to determine discretionary
income.

10, Discretionary Income (line 10). The income which remains after an allowance
. has been made for 1iving- expenses, Federal income taxes, and unusual medical
‘expenses may be identified as discretionary income. This income is available

for the purchase of goods and services which enhance the standard of living,
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including the cost of postsecondary education. This income may be a positive or
negative amount. If the discretionary income is a positive amount, some contribution
will be expected in accordance with step 11. If the discretionary income is a
negative amount, no contribution from incéme will be expacted.

11. Standard Contribution from Income (line 11). Independent students benefit
directly and permanently from their educations. Traditionally, they have been

" required to contribute a much greater part of their discretionary income for
educational purposes than have the parents of dependent students. 1In fact, these
students usually have been expected to contribute 100 percent of this income.

For the single independent stﬁdent, the Basic Grant formula requires a 75
percent contribution from discretionary income. This percentage is consistent
with the traditional view of an independent student's responsibility to help

finance his or her education. At the same time, this assessment rate protectst I3
one-quarter of the student's discretionary income from assessment for educational
purposes. L

If line 10 is positive, ﬁultiply it by .75. If line 10 is negative, enter
zero. ' . :

e @

12. student’'s Net Assets (line 12). Assets include cash on hand and in savings
and checking accounts, trusts that are legally accessible, stocks, bonds, and
other securities, home  (if owned), and other real estate. Since equity is

being measured, debts should be subtracted from the gross value of the assets.

13. standard Contribution from Assets (line 13). Since independent students
benefit directly and permanently from their education, it is fair to ask that
these students use a greater percentage of their assets to help pay for their
education than is asked of the parents of dependent students. -

v One~-third (.33) of the student's assets (recalculated each year3 is
assessed for educational expenses. This method is simple and leaves a modest
reserve for the student. . ' :

14. Adjustment for-Negative Discretionary Income of the Student (line 14). .If
the student's income is less than the sum of the various offsets against income,

- the support of basic needs must be given priority over the support of postsecondary
education. Therefore, the amount of the negative discretionary income-of the
applicant (as computed in line 10) is deducted from any contribution from the ~
student's assets as calculated above. ' |

15. cContribution from Student Assets (line 15). The total measure of available

resources in a particular year results from the assessment of both the income

and assets of the applicant. The formula is designed to take into consideration

the interdependent relationship between assets and income. This is accomplished
- by offsetting the negative income component (line 14) against the independent

student's contribution from assets (line 13). The resulting amount, if positive,

represents the applicant's contribution from assets for educational purposes.

16. Standard Contribution from Income and Assets (line 16). The amount of
standard contribution from the applicant's income (line 11) and the amount of

. contribution from the assets of the applicant {(line 15) are combined to determine .
the amount of expected contribution from his or her income and assets for educational

.
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purposes. This figure is the applicant's rtudent ealigibility index nurber. If
it is 1600 or less, the applicant is eligible for a Basic Grant. To receive the
grant, he or she must be enrolled at jeast half-time in an eligible course of
study offered by an eligible school. Q
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-
9.
10.

11. -

12.
13.

14.

15.

l6.
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0-81 ELIGIBILITY INDEX FOR INDEPENDENT

S WITH A FAMILY STZE OF ONE

. *
“»‘a

" geudent's adjusted gross income in 1979.

Student's total non-taxable income in 1979.
One-half of the Veterans Educational

Benefits that the student will receive between July 1,

4

;izd and June 30, I198l. :

" Anhual adjusted income (lines 1+2+3).

Student's Federal income tax paid for 1979.
Effective income-(line 4 minus line 5).

Family size offset. ‘ 4 3850
* Unusual medical expenses. ° e
Total offsets against income (lines 748).
Student's discretionary income (line 6 -
minus line 8). - . ‘ !
Standard coffribution from income. (If line
10 is positive, multiply it by .75; if line
10 is negative, enter 0.)
Student's net assets.. :
Standard contrilution from assets. Multiply
" line 12 by .33. - _ . '
Offset against asset contribution for
_ negative discretionary income. (If line.
10 is negative, enter it as a positive number,
 otherwise enter 0). ot

contribution from student assets (line 13 g
‘minus line 14). If result is negative,

enter O. j o . j

Student’'s Eligibility Index = the sum of

‘lines 11 and 15. - - o
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« CALCULATION OF ELIGIBILITY INDEX FOR INDEPENDENT
, STUDENTS WITH A FAMILY SIZE GREATER THAN ONE

oy

€

NOTE: '\wo worksheets have been developed for calculating the indices of
these stadents. These worksheets are identical except for the assessment
-of assets. If you do not report farm a.d/or business assets, use Worksheet
D. If you do report farm and/or business assets, use Worksheet E.

‘1. Student's (and Spouse's) Adjusted Gross Income in 1979 (line 1). All income
which is available to the applicant (and spouse) should be considered in the
evaluation of his or her ability to support the cost of postsecondary education.
The most valid reference for income subject to Federal income tax is the adjusted
gross income item in the family's Federal income tax return (line 31 of the 1979
IRS Form 1040 or line 11 of the 1979 IRS Form 1040A). This information is ,
.readily available to most families and the information can be verified by referring
to the IRS forms actually filed by the applicant (and spouse). o

The decision as to which year's income is to be considered is a difficult
one for independent students. Traditionally, a student's income may vary considerably
from year to year. While it may be preferable to ask the student to estimate E
his or her earnings for the ‘current year, recent studies have shown that estimated
. income is not a reliable base for determining student financial need, and serious
reservations exist as to the categoxic use of estimated income for all independent
applicants. : o - : ‘

. Therefore, it has been determined that the adjusted gross income to be
considered is that amount entered on the previous year's PFederal income tax
return. This also has the advantage of being consistent with the 'data collected
for dependent students and assures that the eligibility index of all students is
determined from the same base. The amount to be entered here, therefore, is the
amount entered on the 1979 Federal income tax return. However, if the student
{and spouse) earned income overseas and did not file a U.S. income tax return,

_ those earnings would be converted to U.S. dollars and reported in this item.

Ttem la requests the income earned through employment by the applicant;'
jtem lb requests the same information for the spouse. This information is used
to determine whether’ or not the family is eligible for the employment expense R
offset. S - ' | : ‘
"Although lines la and 1b cften” add up to the adjusted gross income reported
.on line 1, there are a number .of instances where they may not. Tor example,
. line”l-may be less than the sum of lines la and 1b if the applicant and spouse
, have claimed on their tax return "adjustments to income" for such items as
mowing exgenség,}employee business expenses, payments to an IRA or Keogh account,
interest penalties on early withdrawal of savings, alimony payments, and disability
ineome exclusions. ' ' ‘
b » . B
§imilarlY: line 1 may be greater than the sum of lines la and 1b if, in
addition to income earned through employment, the applicant and spouse have
reported’ on their tax form othex taxable income such as interest, dividends, .

business income, taxable portions of ,capital gains, or taxable pensions.
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2. Total Non-taxable Income in 1979 (line 2). Information on non-taxable
income must also be collected since this income clearly contributes to family
financial strength and may represent a considerable portion of the income of

- many Basxc Grant recipients. Examples of non-taxable income are:

- Welfare benefits. . : L ' 5

- Unemployment benefits. , ‘

- Social Security benefits received by the applicant (and spouse).

- Veterans benefits such as Death Pensions and Dependency and Indemnity
- Compensation (DIC). Do not include benéfits specifically for education
. (Veterans or Dependents Educational Programs) .- :

- Income from tax-exempt bonds. . ,

. - Untaxed portions of capital gains. T
: - Living and housing allowances. (if the allowance?ms in the form of free
room and/or board, report the equivalent cash’ value). : :
- Any other income not reported in any other item.'

NOTE.‘ Include total yearly amount, not month;y payments..

& ~ ' : -
3. One-half of Student's Veterams Educational Benefits {(linme 3). This item
should contain one-half of the total Veterans Educational Benefits the applicant
expects to receive in the 1980-81 award period (July 1, 1980--June 30, 1981).
The only benefits to be included here are those from the GI Bill and Veterans or
Dependents Educational Assistance Programs. Other veterans .benefits received in.
1979 should be lncluned in Ltem 2.

The amount to be entered on line 3 is calculated as follows: multiply the
~ monthly amount of the applicant's Veterans Educational Benefits times the numher
of months for which these payments are expected to be received between July 1,

1980 and June 30, 1981, and divide the result by two (2). :

I;Example: )
$311 (monthly payment) X 9 months = -§2,799

" $2,799.4 2 = $1,400
Enter 1,400 on line 3.
4. Annual Adjusted Income in 1972 (line 4).  Annual adjusted income is the sum

. of the student's (and’ spouse's) adjusted gross income (line 1) plus non-taxable
.3 dincome (line 2) plus onhe-half of the student's Veterans Educatxenal Beneflts
" (line 3). BN AN |

_ S. Student's (and Spouse s) Federal Income Tax Paid for 1979 (line S;. The .
~ legislation authorizing the Basic Grant Program requires that a deduction be
made from annual adjusted income for the amount of Federal income tax paid on
. income received during the base year. The figure here is the amount actually
s-paid. not the amount withheld. ' g '

' Wlth one exception, the “tax paid" figure is on line 47 of 1IRS Form 1040 or
line l4a of IRS Form 1040A. The exception occurs when the student (and spouse)

- earned income through employment, had Federal income tax withheld, but are not
required to file a tax return and do not file ©one. (One example of this is

- where the student (and spouse) earn income and have Federal income tax withheld,

- but do not file a tax return because the amount earned is too small to make
filing mandatory.) 1In this case, the amount withheld should be listed as “tax

pez& " ) . : L
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1f the student (and spouse) earned money overseas and completed a foreign
tax return, the foreign taxes paid to a central government should be converted
 to U.S. dollars and listed here. . ' B - ‘ s

6. Effective income in 1979 (line 6). The result of subtracting Federal income
tax paid (line 5) from the annual adjusted income (line 4) is the effective
income. This figure is the base for calculating the expected contribution from
inccme - ) ’ ) " B

7. Family Size Offset (line 7). 1In addjition to taxes; a family has basic
subsistence expenses which must be met pefore any contribution from income can.
be expected. These expenses vary depending on the size of the family involved.

The offsets are listed in Table 1 (p. 53). They are derived from the '
"Weighted Average Thresholds at the Low Income Level," developed by the Social
Security Administration and published by the Bureau of the Census. These expenses .
are based on the fqod costs for families of given-sizes, and make certain assumptions
. about additional expenses of shelter and other.family needs. ' The offsets are :
updated every year to accommodate increases in the Consumer Price Index published
by the Department of Labor. ‘ o IR e

- For the 1980-81 . award peried, the family size offsets used during the 1979~
80 award periocd have been increysed by 12.2 percent to reflect the rise in cost
of living expenses from October 1978 to October 1979, and then rounded to the
nearest: §$50. ‘ : : ,

8. Unusual Medical Expenses (line 8). The Basic Grant Program has adopted the
Internal Revenue Service definitions of medical and dental expenses in determininqg
"ynuéual expenses" for the Basic Grant Program. The use of Internal Reveriue
Service definitions avoids the need for creating a new definition of expenses
which would be used only by the Basic Grant Prograh. -However, some distinction .
must be made between medical expenses which may be itemized for income tax

purposes and those itemized expenses which are "unusual" foxr purposes of the

Basic Grant eligibility formula. '

Thé amount of unusual medical expenses which may be deducted from effective
family income (line 6 of the worksheet) is that amount in excess of 20 percent
of effective income. This exclusion is designed tc confine claims for such
expenses to those which are genuinely unusual, ~
1t should be noted that unusual expense amouhts should reflect the actual
expenses paid during the year and not current unpaid debts inpcurred as a result
- of unusual expenses. Insurance premiums cannot be reported, nox can expenses
that are paid for by insurance. Oonly amounts not .covered by insurance oF! not
- otherwise reimbursable can be listed. If the student {and spouse) itemized .
deductions on their 1379 U.S. income tax return, the total of lines 2 and 6,

- Schedule A, Form 1040, should be entered here. ‘ '

9. - Employment Expense Offset {1ine 9). 1In constructing budgets which recognize
. expenses for families, due provisions must be made for the expenses of the
bread-winner which occur as a result of employment itself. Some expenses for
clothing, transportaticn, and other jtems are attributable to occupational




needs.  When both student and spouse work, additional employment expenses are . .
incurred. Also, if a household is headed by a single parent, the costs associated
with his or her employmei.t are greater. than for a comparable worker who has a
_ non-employedi'spouse. ‘ o ‘
+Therefore, in the determination of the eligibility index, an "Employment
Expénse Offset” has been constructed to treat more equitably the income of the

.. household in which poth student and spouse work, or the single parent household.
It is recognized that both of these types of families will occur frequently in
the lower-income families for which Basic Grant eligibility is greatest. The
offset provides that 50 percent of the earnings of that person .with the lesser .
earnings, or 50 percent of the earnings of the single student with dependents,
will be protected from any contribution toward education. The maximum offset is
$1,500. Thus, up to $30 a week is available for the additional expenses which

" these students face. : ' B
- 10. Unreimbursed Elementary and Secondary School fuition and Fees (line 10).

; The Basic Grant Program is required by law to take into consideration the cost = -
for tuition and fees incurred during the base year by families that have dependent
children .enrolled in private elementary and secondary schools. The amount of -
tuition and fees for family members enrolled in Private elementary and. secondary
.schools which may be deducted from the effective family income (line 6) is that.
amount paid which was not covered by scholarships, grants, or other forms of

- student aid. DO NOT include the cost of tuition and fees for dependents in
POSTsecondary educational institutions. - : ‘

&

~11. Total Offsets Against Income (line 11). The sum of line 7 (family size .
offset) plus line 8 (unusual expenses) plus line 9 (employment expense offset)
Plus line 10 (unreimbursed elementary and secondary school tuition and fees) is

- the amount which is deducted from effective family income (line 6) in order to

- determine discretionary income.

» 1

r

12, student's (and Spouse's) Discretionary Income (line 12). The income which
remains after an allowance has been made for family living expenses, Federal
income taxes, unusual expenses, employment expense offset, and an offset for
unreimbursed elementary and secondary school tuition and fees may be identified

. as discretionary income. This income is available for the purchase of goods and
services which enhance the standard of living of the family, including the cost

- of postsecondary education, This income may be a positive or negative amount.

- If the discretionary income is a positive amount, some contribution is expected in
accordance with step 13. . If the discretionary income is a negative amount, no
contr%?ution frpm{;ncame is expected. :

13. Standard Contribution from Income (line 13). Independent students benefit
directly and permanently from their educations. Traditionally, they have ‘
been required to contribute a much greater part of their discretionary income
for educationalipurposes then have the parents of dependent students. 1In fact,
these students dsually have been expected to contribute 100 percent of this
income. ﬂ - . .

|

:

4 | -
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For the independent student with dependents, the Basic Grant formula requires
a 25 percent contribution from discretionary income. While this rate is
greater than that required of parents of dependent students, it is less than
the rate for independent students who have no dependents other than themselves.

This assessment rate is thus consistent with the traditional view of the
independent student's responsibility to help finance his or her education. At .
the same time it recognizes that, if a student has dependents, there are greater
demands on his or her resources than there are on the resources of a student -
in similar circumstances who has no dependents. ‘ ' ’

&

If line 12 is positive, multiplffit by .25. If it is negative, enter zero.
NOTE: IF COMPUTING THE INDEX OF AN APPLICANT NOT REPORTING FARM AND/OR
'BUSINESS ASSETS, PROCEED TO LINE 14 BELOW. : I

IF COMPUTING -THE INDEX OF AN APPLICANT WHO REPORTS FARM AND/OR BUSINESS
ASSETS, TURN TO pp. 35-37, WHICH CONTAIN THE STEPS INVOLVED IN DETERMINING

THE CONTRIBUTION FROM FARM AND/OR BUSINESS ASSETS. :

14. Student (and Spouse's) Net Assets (line 14). Absets include cash on hand
and in s:svings and checking accounts, trusts that are legally accessible, stocks,
bonds, "ard other securities, heme (if owned), and other real estate. Since '
equity i; being measured, debts should be subtracted from the gross value:of -
.the asse*s. . ' ‘ R '

15. Asset Reserve (line 15). 1In order to determine the amount of assets'which
can be considered in determining a contribution for educational purpesesf’an
asset reserve of $25,000 is subtracted from the net assets of the student (and

spouse) . Since families accumulate assets for several purposes including retirement,

future consumption, and postsecondary education, a portion of assets should be
reserved from any contribution toward postsecondary education, and remaining
assets should be assessed at some rate less than 100 percent. . This $25,000
asset reserve also allows for emergencies and retirement needs.

16. Available Assets {line 16). Subtracting 1ine 15 {(asset reserve) from line
14 (net assets) results in available assets. If this is a negative amount,
enter zero since there is no provision in the formula for the treatment of
negative assets. ' : SR

Y

17. sStandard Contribution from Available Assets {line 17). Once the available
-assets have been determined, an assessmﬁnt rate of 5 percent will be applied.
Because the value of assets grows, this rate of asset assessment will generally
-~ -leave the family's asset position largely unimpaired. A 5 percent rate is below
current real estate and savings account appreciation rates, and therefore seems
reasonable. '

The result of multiplying the amount of net assets'times‘;he‘asset assessment
rate represents the standard contribution from assets. ‘ ‘
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18, Offset Against Asset Contribution for Negative Discretionary Income (line 18).
If the family's income is less than the sum of the various offsets against ‘
income, the support of basic family needs must be given priority over the support

of postsecondary education. Therefore, the amount of the negative discretionary
~income of the family (as computed in line 12) is deducted from any contribution
‘fram assets as iglculated above. .

1. Contribution from Assets (line 19). This contribution is determined by
subtracting the negative income component (line 18) from the standard contribution -
from assets (line 17), The result (if positive) xs the expected contribution

from assets for educational purposes.

20. Ceontribution from Income and Assets (line 20). Adding line 13 (standard
contribution from income) to line 19 (standard contribution from assets) results
in the expected ccntrxbutzon frum a famlly with one member in postsecondary
educatlon. '

21. Mult;gle Studént Adjustment -{line 21). If a family has more than one
member enrolled in postsecondary education for the 1980~-81 award period, the
figure on lzne 20 must be adjusted. : o

Since each student kas an allowance for cost of attendance, the family's
discretionary income is 2ffectively decreased when there is more than one family
member in postsecondary education. In order to determine the appropriate percentages,
the contributions expected from different family sizes were compared. These
investigations indicated that 140 percent of the contribution for one student»
would”be a reasonable assessment against the family with two students. Thus

. each student would receive 70 percent.of the contribution which the family would
~make if there were only one student in the family. Similarly, 150 percent of
the single student contribution seemed adequate for the family with three
members in postsecondary education. Thus, each student could expect 50 percent
. of the single student‘contribution for each person in postsecondary educatien.'

E The followlng table, summarizes the treatment of fam;lies with different
numbers of fam;ly members in pcstsecondary education:

Number - Family contrikution - Contributions pef

of students for all students . student as a percent
' in postsecondary as a percent of - ‘ of standard
education -~ standard contribution contyxibution '
1 100 : 100
2 140 70
3 . 150 e ' 50
4 orx more ~ ' 160 | : .40

> !

22, 'Student Eligibility Index (line 22). The student eligibility index number

~equals line 21. An index of 1600 or less means the student is eligible for a
‘Basic Gramt. To receive the grant, he or she must be enrolled at least half-
‘time in an eligible program of study offered by an eligible scheool.
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 ASSESSING STUDENT'S (AND SPOUSE'S) FARM
. f |  © OR BUSINESS ASSETS: ADDITIONAL STEPS
: 'FOR WORKSHEET E

The computation used for determining assessable farm and/or business equity
is a more involved procedure, because it must incorporate two basic concepts.
‘These are: B ‘ ‘ ‘

1. To be consistent with the treatment of assets for applicants who do
not report farm or business assets, the asset resexve against the
home, investments and real estate, and savings may not exceed $25,000.
The total reserve against all reported assets for applicants reporting
farm and/or business assets may not exceed $50,000. If equity in the
home and other assets is less than $25,000, the “left-over“- asset
reserve may be used against the farm and business assets.

2. A special adjustment is allowed when. the debts against farm or business'
assets exceed the value of those assets. : - o DR
RCCE ‘ . A

For these reasons the computation of the available assets of the student (and spouse)
requires several intermediate computational steps. These steps are as follows:

14. sStudent's (and Spouse's) Net Farm and Business Assets (line 14). Determine -
equity in farm and/or business assets by establishing the current market value
of such assets and deducting the debts against these farm.and/or business assets.
(For purposes of Basic Grants, "Farm Assets” means any property owned and used
in the operation of a farm for profit, including real =zstate, livestock, livestock .
products, crops, farm machinery, and other equipment inventories. A farm is not
- considered to be operated for profit if crops or livestock are raised mainly for k
the use of the family but some income-is derived from incidental sales.
vgBusiness Assets" means property that is used in the operation of a trade or -
business, including real estate, inventories, buildings, machinery and othexr
equipment inventories, patents, franchise gights and copyrights.)

15. Student's (and Spouse's) Net Home and Other Assets (line 15). This item
includes cash on hand-and in savings and checking accounts, trusts that are
legally accessible, stocks, bonds, ‘and other securities, home {(if owned) and:
‘other real eéstate. Since equity is being measured, debts against the assets
should be subtracted. -

A

15a." Adjustment for Negative Farm and Business Assets (line 15a). Use this
.step only when farm/business assets (line 14) are negative.

If thé family has negative farm and/or business assets, that is; when the
sum of the total value is less than the total debts against the assets, such
negative amounts are taken into consideration in determining the total asset
position of the family. Therefore, when farm and/or business equity is negative,
that negative amount is subtracted from any equity in home and/or other assets
(line 15). This step reduces the amount of equity in home and other assets that
will be available for asséssment in steps 16 and 17.
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15b. . Non—Fafm/Non-Business Asset Reserve (line 15b). Use this step only if
farm/business assets (line 14) are negative.

Farm and business owners receive a $25,000 reserve for these assets, '‘and
another §25,000 reserve for home, real estate, investment and other assets. If
farm/business assets (line 14) are n negative, subtract the $25,000 home/real
estate/investment reserve from line 15a (rememher that line 15a contains a
home/real estate/investment value that has been reduced to compensate for negatxve
farm/business assets) Enter the result on lxne 154. ‘

15c. Non-Farm/Non-Business Asset Reserve (line 15¢). Use this step ohly when
farm/business assets (line 14) are positive.

-

Farm and business owners receive a $25,000 reserve for these assets, and = .
another $25,000 reserve for home, real estate, investment and other assets. If
farm/business assets (line 14) are Egsitiveg'subtract the $25,000 home/real
estate/etc. reserve from line 15, which contains the value of these assets.

Enter the result on line 15d. - .

15d. Available Non-Farm and Non-Business Assets (line 15c¢). The result of ﬂ
subtracting $25,000 from line l5a (or from line 15, where appropriate) is the.
total available non~farm and non-business value. If this figure is negative,
enter zero since there is no. provision in the formula for the treatment of
negatlve total assets. :

16. Total Assessable Assets {line 16). The maximum offset that any applxcant
reporting farm and/or business equity can receive against assets is $50,000.° I
Total offsets against home and/or other assets cannot exceed $25,000. Therefore,
- in considering home and/or other assets the equity in the home and/or other )
assets must be added in first so as to establish the remaining asset reserve '
against farm and/or busiress equity. Further, since the maximum reserve against
home and/or other assets. is $25,000, the maximum that can be entered from line

- 15 is $25,000, so that farm and/or business owners are assured of a minimum

asset reserve of at least $25,000 on their farm and/or business assets. This
minimum could be increased up to $50,000, depending on the amount of asset
. reserve “"used"” against home and other assets.

The sum of home and/or otﬁer assets from line 15 (up to’a maximum of $25,000)
and the net farm and/or business assets from line 14 is entered on line 1l6.

16a. Total Asset Reserve (line 16a). The additional asset reserve for farm
and/or business is in consideration of the fact that some occupations require a
substantial asset position to make a living. Subtract the total asset rescrve
of $50,000. “

Lo

_165. Available Farm and/or Business Assets (line 16b). Subtracting line 16a
from line 16 results in available farm and/or business assets. (If result is
negative, enter zero since there is no provision in the formula for the treatment
of negative assets). :
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16c. Total Available Assets (line 1l6c)v The sum of line 154 and line 1l6b
- xesults in total availaple assets subject to the 5 percent assessment rate.

Thé remaining steps are the same beginning with step 17 (p. 33), which is the
asset assessment rate. R ~ ' - B R

-
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WORKSHEET D

CALCUL&TION OF 1980-81 ELIGIBILITY INDEX FOR INDEP ENT STUDENTS _
WITH A FAMILY SIZE GREATER THAN ONE HAVING NO FARM‘ﬁk BUSINESS ASSETS

1.

4..

-

',7.,

8.
9.
N 10-

11.
"12.
13.

14.
15.

16.

17.

18.

19,

20.

21.

22.

_Student's (and spouse's) adjusted g:oés

income in 1979 : :

a. Amount earned from work by student. _ la
b. Amount earned from work by spouse. 1b
Student 's (and spouse's) total non- ‘
taxable income in 1979.

One-half of the Veterans Educational

. Benefits that the student will receive between July 1,

1980 and June 30, 198l.

Annual adjusted income (lines 1+2+3).

Student's (and spouse's) Federal income

tax paid for 1979. '

Effective income (line 4 minus line 5). )
Family size offset (Table 1). T 7

Unusual medical expenses. ‘ + 8
Employment expense offset. 3 N 9
Unreimbursed elementary and secondary B
school tuition and fees. + 10
Total offsets against income oo .

(lines 7+8+9+10).

Discretionary income (line 6 minus line 1l1).

Standard contribution from income.

(If line 12 is positive, multiply it

by .25. 1If line 12 is negative, entex 0).

Net assets of student (and spouse).” B
Asset reserve. 3
Available assets (1ine 14 minus line 15).
Standard contribution from available .

assets. (If line 16 is positive, multiply

it by .05; if line 16 is negative, enter O).
Offset against asset contribution for
negative discreticnary income. (If line 12
is r:gative, enter it as a positive number,”
otherwise enter 0}.

Contribution frcm.assets:(fine 17 minus line
18). 1If negative, enter 0.’

Contribution from income and assets (lines

13 + 19). -

Multiple student adjustment. Multiply’ .
line 20 by multiple student rate (Table 2). '
Student Eligibility Index = line 21.\\

. 39‘. 36
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n

11

12

‘413

14

- 225,000

15

17

18

19

20

21

22
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WORKSHEET £ .

£

CALCULATION OF 1980-t. ELIGIBILITY INDEX FOR INDEPENDENT STUDENTS
WITH A FAMILY SIZE GREATER THAN ONE HAVING FARM OR BUSINESS ASSETS

1. Student's (and spouse's) adjusted gross. ' ' ' S 1
income in 1979 : ' _ R
a. Amount earned from work by student. . . la
b. Amount earned from work by spouse. 1b

2. Student's (and spouse's) total non~

. taxable income in 1979, o ‘ ‘ . ' 2
3. One-half of the Veterans Educational ‘
Benefits that the student will receive :
between July 1, 1980 and June 30, 1981, S +
4. Annual adjusted income (lines 1+2+3). | '

]
slw

5. Student's (and spouse's) Federal income : _ ' ‘
- tax paid for 1979, : _ B e - 5

6. Effect.ve income (line 4 minus line 5). . =T 6
7. Family size offset (Table 1). ) 7 ' B
8. Unusual medical expenses. ‘ + 8

9. Employment expense offset. 4+ 9

10. . Unreimbursed elementary and secondary o S

-~ school tuition and fees. 5 o+ 10

11. Total offsets against income . . : o

- {lines 7+8+9+1D). ' - ‘ - 11

]

12. Discretionary income (line 6 minus line 11). 12
13. .Standard contribution from income. '
- {If line 12 is positive, multiply it REETE S
" by .25.- If line 12 is negative, enter 0). 4 S 13

14.  Net farm and business assets of student _
- {and spouse). _ 14
15. Net home and other assets of student (and 4 . o
spouse). If negative, enter O. ‘ | ' 15
"If line 14 is negative, do steps 15a, 15b, and B
15d. If line 14 is positive, do steps 15c¢ and 15&.
a. K Offset for negative farm and business
- assets. (If line 14 is negative,
. deduct from line 15 and enter result )
on line l5a). : 15a
b. Non-farm and nan—basxness asset reserve
{negative assets). If line 14 is
negative, subt;act '$25,000 from line 15a.
i and enter result on line 15d. -25,000 15b
~c. Non-farm and non-business asset reserve
{positive assets). 1If line 14 is
-positive, subtract $25,000 from line 15 ' o
and enter result on line 154. -25,000 15¢
d. Available non~farm and non-business _ o
assets. If negative, enter 0. ' 154
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16.

17.

i8.

19.
20,
2l.

22.

Total assessable assets., Add lines 14 and
15 (if line 15 exceeds $25,000, add only
$25,000 to line 14). - ,
a. Subtract total asset reserve.
b. Available farm and business assets

(1€ negative, enter 0). ‘
c. Tétal available assets. (line

154 + line 16b).

"Standard contribution from available

assets. (If line l6¢c is positive,

multiply it by .05; if line 16c is
negative, enter 0).

Offset against asset contribution for

negative discretionary income. (If line
12 is negative, enter it as a positiva

number; othexrwise enter 0.)

Contribution from assets (line 17 minus
line 18). If negative, enter 0.
Contribution from income and assets
{(l1ines 13 + 19). :

Multiple student adjustment. Multiply
line 20 by multiple student rate (Table 2).

Stqdang s Eligibility Index = line 21.

T

- 4]2 '
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WORKSHEET g (continued)
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=50,000 16a

L _16b

: 16¢
X_.05

18

19
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CASE STUDY #1

A dependent applicant has a brother and sister. iis father is
deceased. Hie mother earned $10,000 in.1979, and paid $400 in income
taxes. She also received $3,000 in Social Security benefits for the
brother and sister, who are under 18. The family paid $500 in tuition
for the sister to attend a private school. The family's house is worth
$45,000, and there is a $25,000 mortgage against it. The family has a 9

_ total of $500 in checking and savings accounts.

o ¥

L. ot

savings. ) : : R . )
B oo e
e \ - vORKEEEET
CALCULATION OF 1980-81 ELIGIBILITY INDEX FOR DEPENDENT STUDENTS
, WHOSE PARENTS HAVE NO FARM OR RUSINESS ASSETS L
N . \ _ ‘ ; o .
.1 Parents' adjusted gross income in 1979 ‘ L _591000 1
*  a. Amount earned from work by father. - 0 _1a
' p. Amount earned from work by mother. S 10,000 1b

2. Parents' total non-taxable income in 1979 o o »
(incluging student's Social Security bepefits). . . 43,000 2

3. e-half of the Veterans Educational .. | S

N efits, that the student will receive between . )

' uly 1, 1980 and June 30, 1981. T o+ 0
Annua{ adjugted family income (lines 1+2+3). ) - =13,000 4
Parents' Federal income tax paid for 1979. ' o o =400
Effective family income in 1979 (line 4 minus o L
line 5). . . ‘ =12,600 6
Family size offset (Table 1). ‘ ; 7,700 7 o
Unusual medical expenses. , + 0 8

 Employment expense offset. . - ' ~+ 1,580 9
Unreimbursed elementary and secondary S e
school tuition and fees.. - "+ spp10 &
Total offsets against income {lines ' " . -
7+8+9+10} . : . 9,700 11
Parents' discretionary income (iine 6 minus . ..
line 11). oo o 2,900 12
Standard parental contribution from income. AI€f _ " _ )
line 12 is positive, multiply it by .105; if 1line x .105

' 12 is negative, enter 0). B L . 305

14. Parents' net assets. ‘ o g ‘ < 20,500 14

15. "Asset resexve. SR ‘ ‘ | . - ~25,000 15

16. Available parental assets {(line 14 minus | .

'~ 1line 15). | . — R - 4,500 16

17. Standard contribution from available parental -, - o | x .05 ‘

"~ assets. (If line 16 is positive, multiply it s A N
by .05; if line 16 i5 negative, enter 0). ‘ _ 0 17
) : |
e .
- S 43 I : t
. | o - o ‘:35) SRR S L,

The applicant's effective 1979 income gnon-taxable plus taxable . ¢
income minus U.S. income tax paid) was §2,560. He also has $300 in

3
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- 18.

19.
20.
21.
22.
23.

24.

25,
26,

27

28.

29.

. ‘ . . . ‘;
' : [ ]

a
-

-WQRKSBEET A (continued)

-

},,'

offset agaimst asset eontrihution for negative

discretionary income. (If line 12 is negative,
enter it as a positive number, otherwise enter 0).
Contribution from perentel assets (line 17 minus
line 18). If negative, enter 0.

Contribution from parental income and

assets (line 13 plus line 19). °

Multiple student adjustment: muktiply 1ine 20

by multiple student rate (Table 2). ot

Net assets of student {(and spouse). ° R

Student's available assets
a. IXf student is married, ‘subtract 25,000
from amount on line 22 and enter result on

‘line 23. If xesult is negative, enter O on

line 23.

b. If student is single, enter emennt

from line 22 on line 23. L
Contribution from student's (and spouse’s) '
assets. Multiply line 23 by appropriate assess-
ment rate (single stn&ent = _33, married.

Student's (and spouse’ stgeffeetive 1979 income

]
‘3

(non~taxable income plus taxable aneme minus U.S. .

‘income tax paid).

Dependent student offset (single etudent = 2, 650.

married student = 3,850). .
Student's (and spouse’s) discretionary incomﬁ\(line

25 minus line 26).

‘Standard contribution from discretionary student

income. If line 27 is positive, multiply it by
.75 if the student is single, or by .25 if the
student is merrieds if line 27 is negative, enter

0 on line 28. (See Table 5).

Student's Eligibility Index = the sum of lines
21, 24, and 28. '
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25

- 0 18
0 19
305 .20
305 21,
. 300.
00 23
‘93 24
2,560
- 90 27
X
0 28
= 404 29



CASE smunr ﬁz L ' P

ar . o Pa RN R -

e A d&pendent applicant is married, and she and her husband 1ive wi:h
" ahd receive more than half support’ from her parents. The parents® ) g

~ income fs from farm proceads of $9,000. The parents paid $250 in F’Reral L

. income, tax for 1979. Their farm is worth $80,000+ including land, " R

“equipmant, and livestock, with $20,000 ‘debts against it. Their home

- is worth $23,000, with a $17 000 mortgage. T

o Both the applicant and hex husband arg;students; Together

-

-

théy

have a 1979 effective income (non-taxable plus taxable -income minug U.S. _.
income tax paid) of $3,800, and they have §$5,000 assets. Therg/ is no

income f:om ggterans benefits. The applicant has| no brothers or sfﬁters.

[N * . &

CALCULATION OF 1980-81 ELIGIBILITY INDEX FOR DEPENDENT STUDENTS
WHOSE PARENTS HAVE FARM OR BUSINESS ASSETS )

-

1. Parents® adjusted gross income in 1979  °
a. Amount earned from work by father.

b. Amount earned from work by mother.

2. Parents' total non-taxable income in 1979. .
(including student's SQQial-Security_hanafits) e

3. One-half of the Veterans Educational N
Benefits that the student will receive h tween ~
July 1, 1980 and June 30, 198l. ' e

4. Annual adjusted family in (1ine5‘1+2+3).

5. Parents' Federal income t::ggaid_for 1979. -

6. Effective family jncome in 1979 (line 4 minus

Sp— . 1line 5). . .
7. Family size offset (Table ). 7,700

8. Unusual medical expenses. L | )

9, Employment expense offset/ , + 0

. 10. Unreimbursed elementary d seceondary
-~ gchool tuition and fées. d o + 0

~11. Total offsets against income {lines
7+8+9+10) .
12. Parengs' discretionary . income (line 6 minus
o line 11).
13. Standard parental contribution from income. .~{1f
.. . l1ine 12 is positiye, multiply it by .105; if line
12 is negativye, ter 0).
14. Parents' net farm and business assets.
15. Parents' net home and other assets (if negative,
enter 0)

a. Adjustment for negative Tarim and business *~ﬁﬁ—-v~v-—:-

‘assets. (If line 14 is negative, deduct

from line 15 and enter result on line 15a).

. 45
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/\\
WORKSHEET B
S Q‘“’.
. >
: 9,000 1°
jbf |
% o3
. T_250_ 5
. 1 =_8,750
7 v
8
5
10
: 7,700 11
1,050 12
% .105 )
; 110 13
; 60,000 14
: 6,000 15



' WORKSHEET B (continued)

b. Non~farm and non-business asset reserve
" (negative assets). If line 14 is negative,
+ subtract 25,000 from line 15a and enter T
result on line 154. , - =25,000 15b
¢.  Non-farm and non-business asset reserve :
(positive assets)., If line 14 is positive,
subtract 25,000 from line 15 and enter result

on line 154. o | '  =25,000 15¢

i ""7d. avallable non-farm and non-business assets.’ T ;
. ' (If negative, enter 0). o - , 0 154

16. Total assessable assets. Add lines 14 and 15
(if line 15 exceeds 25,000, add only 25, 000

to line 14) - , R .. .. 66,000 16
» a. Subtract total asset reserve. : K -+« . =50,000 léa°
) b. . Available farm and business assets (if B : |
negative, enter 0). k ‘ : - 16,000 16b
‘c. - Total available parental assets (line 15d + _ I
' line 16b). L . 16,000 léc
17. sStandard contribution from available parental o ' :
. assets. (If line 16c is positive, multiply it o " x 05
by .05; if line 1l6¢c is negative, enter 0). : 800 17

18. Offset against asset contribution for negative ‘
‘discretionary income. (If line 12 is negative, =

enter it as a positive number, otherwise enter 0). - - 0 18
19. Contribution from parental assets (line 17 o ' ; '
- ‘ minus line 18). 1If negative, enter 0. . h o 800 19
. 20. cqntrlhutzon from family income and parental - B
. assets. (Line 13 + line'19)." ) o 910 20
21, Multlplg.student adjustment: multiply line 20 ' v '
' by multiple student rate (Table 2). . _ ‘ 637 21

22. Net assets .of student (and spouse). _ 5,000 22
-~ 23, Student'’s available assets " ‘ o : ‘
ﬁ a. If student ig married, subtract 25,000
" © from amount 22 and enter result on
"5~5‘~‘_ ' '\ 1ine 33. If result is negative, enter 0
‘ o ' on line 23

b. If studentlisfsingle, enter amount from Ixne | 0 23
22 on line 23. ¢ ' : ’
* 24. Contrikution from student's. {and spouse's) : x .05
asset€.  Multiply line 23 by appropriate assess-
ment rate. (Slngle student *-.33, mariigs
student = ,05). ’ 1 0 24
25. Student's (and spouse’s) effective 1979 income "

. (non-taxable income plus taxable income minus ,
R . U.S. income tax paid). o B 3,800 25
‘ 26. Dependent student offset ~(single student 2,650, R -

y ' married student = 3, BSO) . ‘ - 3,850 26
- ' ) ,
; . ‘
. A
L] N *
" . 46 4.0




27.

28.

s 29. 1

WORKSHEET -B icontinued)‘

3

i

Student's (and spouse's) discretionary in.ome

(line 25 minus line 26). ' N
Standard contribution from discretionary student 3
income. If line 27 is positive; multiply it

by .75 if the student is single, or by .25 if

the student is married. If line 27 is negative.

.enter O on line 28. = (See Table 4).

Student's Eliqibility Index = the sum of lines 21, 24 and 28

- 50 27

“X .25

‘ 0 28
= 637 29

-~



' CASE STUDY '#3

A single indepenéqnt gpplicani earned $4,000 in 1979, and paid $100
- in U.S. income tax. He will receive veterans benefits of $311 per month
in' the 1980-81 award period. He has no assets.

e

*  WORKSHEET C

CALCUTATION OF 1980-81 ELIGIBILITY INDEX FOR INDEPENDENT ‘

STUBENTS WITH A FAMILY SIZE OF QNE

(35
S

48

4,000

Student's adjusted gross income in 1979. 1
2. Student's total non-taxable income in 1979, . + 0 2
3. One-half of student's Veterans Educational .
.Benefits to be -received between July 1, 1980 ) :
and June 30, 198l1. . + 1,555 3
4. Annual adjusted income—{lines 1+2+3). s = 5,555 4
5. Student's Federal income tax paid for 1979. - 100 5
6. Effective income (line 4 minus line 5.. . = 5,455 6
7. Family size offset. : 3850 '
8. (nusual medical expenses. + 0
9. Total offsets against income (lines 748). - 3,850
.10. Student's discretionary income (line 6
y minus line 9). = 1,605 10
11. ., Standard contributicon fram income. (If‘line R
10 is positive, multiply it by .75; if line
10 is negativé, enter 0.) 1,204 11
12, Student's net assets. : ‘ 0 12
13. Standard contribution Erum assets. Multiply X .33
line 12 by .33. 0 13
‘14. Offset against asset contribution for
- negative discretionary income. (If line
10 is negative, enter it as a posztxve number, -
o otherwise enter 0). 0 14
-~ 15. Centribution from student asgets (line 13 :
minus line 14). If :esult is negative,
‘enter 0. 0 15
- 16. Student's Eligibility Index = the sum of
~ lipes 11 and 15. \ 1,204 16
]
A N
- :



CASE STUDY #4

An independent applicant and spouse have one child. The student
worked part-time in 1979 and earned §4,00C. The spouse earned $6,000, -
and the family paid $360 in Federal income tax in 1979. The child is
enrolled in a private elementary school and the family paid $400 in
tuition and fees during 1979. Only the applicant is enrolled in post-
secondary education. The applicant and spouse have total assets of $600
in savings. There is no income from Social Security or Veterans henefits.

w

o

WORKSHEET D

-CALCULATION OF 1980-81 ELIGIBIEETY INDEX FOR INDEPENDENT STUDENTS
WITH A FAMILY SIZE GREATER THAN ONE HAVING NO FARM OR BUSINESS ASSETS

1. Student's (and spouse's) adjusted gross

income in 1979 ' © o ) - 19,000 1
"a.’ Amount earned from work by student. . 4,000 1la »
. b. Amount earned from work by spouse. 6,000 1b
2. Student's (and spouse's) total non- - « L -
taxable income in 1979. ' o . v .+ 0 2

3. One-half of student's Veterans Educational ~
Benefits to be received between July 1, . _ ' o
1980 and June 30, 1981, | | o+ 0 3

4. Annual adjusted intome (lines 1+2+3). SR C - =10,000 4
5. Student's (and spouse's) Federal income _ N -
tax:paid for 1979. o g e, o = 360 5
6. Effective income (line 4 minus 1ine 5). - .. = 9,640 6
7. Family size offset (Table 1). 6,050 7 " '
8. Unusual medical expenses. + o 8
.9, Employment expense offset. + 1,500 9
'10. Unreimbursed elementary and secondary ' ) L
‘school tuition and fees. 4+ 400 10
11. Tctal offsets against income . ' . :
‘ ‘3'nes T+B+49+10). ' ) ' ' o - =_1,950 11 -
12. i-g¢reticnary income (lxne 6 minus line 11}. , = 1,690 12

13. Standard contribution from income.
~ (If line 12 is positive, maltiply it ; :
- by .25. If line 12 i® negative, enter 0). ‘ 423 13

14. Net assets of student (and spouse). — ' s 600 14

15. Asset reserve. ‘ ‘ . -25,000 15

. 16. Availtble assets (line 14 minus line 15). F - -24,400 16
-17. . standard contribution from available ‘ o - . R
assets. (If line 16 is positive, multiply ' X L05

it by .05; if line 16 is negative, enter Q). o o 17

18. Offset against asset ccntrihution for
negative discretionary income. (If line 12
- is negative, enter it as a positive numher,

' otherwise enter 0). - | ‘ 0 18
19. Contribution from assets (line 17 minus line ’ | . .
’ 18) 1 negative, enter 0. : : . . 0 19
{

49

.
1




20.
21.

22.

-~ . . . - .o L

" WORKSHEET D (continued)

Coutribution from income and assets (lines - . . .
13 +19). | | o 423 20
Multiple student adjustment. Multiply o o
line 20 by multiple student rate (Table 2). 423 21
Student's Eligibility Index = line 21. - BT . 4232 22
;

" N

50 C

a6



. CASE STUDY #5 .

- An indeperident applicant and spouse have no children. Their income is
" from farm proceeds of $6,000. The family paid $60 in Federal income tax
in 1979. The value of the farm, including livestock and farm machinery,
is §95,000. There are farm debts of $60,000. The value of their house
. is $40,000, and there is a $34,000 mortgage on 1t. Only the applicant
is enrolled in po&tsecondary education. . - :

Lo

WDRKSHEET E

Ed
%

. CAICULATION OF 1980-81 ELIGIBILITY INDEX FOR INDEPENDENT STUDENTS ‘
WITH A FAMILY SIZE GREATER THAN ONE HAVING FARM ‘'OR BUSINESS ASSETS

1. Student's (and spouse's) adjusted gross ‘ | S 6,000
income in 1979 ' Coee R
a. Amount earned from work hy student. 6,000 la
b. Amount earned from work by spouse. 0 1b -

2. Student's (and spouse'’s) total non- ' B

taxable income in 1979. T T 0
3. One-half of student's Veterans Educational : ) S
Benefits to be received between July 1,

1980 and June-30, 1981. o D S

- 4. Annual adjusted income (lines 1+243). = 6,000 ‘
5. Student's (and spouse's) Federal income e Co
tax paid for 1979. L e e 60 S
6. Effective income (line 4 minus line 5). - = 5,940 6
7. Family size offset (Table 1). . 5,000 7 :
8. Unusual medical expenses. R 0 8
9. Employment expense offset. — ° C _— 0 9
~ 10. Unreimbursed elementary and secondary -
' school tuition and fees. . .+ . 0 10
11. Total offsets against income ' ‘ o :
(1ines 7+8+9+10). - 5,000

12. Discretionary income (line 6 minus line 11). | L ' = 940

13, standard contribution from income.
.~ {If line 12 is positive, multiply ‘it , _ o
by .25. 1If line 12 is negative, enter 0).. 235

14. Net farm and business astets of student . A
{(and spouse). ‘- 35,000

15. Net home and other assets of student (and ' '

| spouse). ' (If negative, enter 0). 6,000

a. Adjustment for negative farm and busxness
' assets. (If line 14 is negative, '

deduct from line 15 and enter result
* . on line 15a). 15a
b.Non-farm and non—business asset reserve

{(negative assets). If line 14 is .

negative, subtract 25,000 from line l5a

and enter result on 1ine ISd. , -25,000 15b

.« 7




- WORKSHEET & {continuad)

c. Non-farm and non-business asset reserve -
(positive assets). If line 14 is
positive, subtract 25,000 from line 15 ‘ _ .
- and enter result on line 15d. 25,000 15¢

d. Available non-farm and non-business
) - assets. If negative, enter 0. o - - 0 154 .
e 16. Total assessable assets. Add lines 14 and g

15 (if line 15 exceeds 25,000, add only

25,000 to ' line 14). . e ... _ 41,000 .16
a. Subtract total asset reserve. : -50,000 léa
b. Available farm and business assets o
. (if negative, enter 0). S o R 0 16b
¢. Total available assets (line :
- 15d + line I6b). C . W o 0 _lé6c
17. Standard contribution from available i R '
" assets. (If line 16c is positive, L - ‘ . X .05
. multiply it by .05; if line 16: is ) , Lo -
- negative, enter 0). - L .0 17
' 18. Offset against asset contribution for : _ . i
negative discretionary income. (If line
12 is negative, enter it as a positive . .
number, otherwise enter 0). : S 0 18

19. Contribution from assets (line 17 minus 4 _ . o

‘ line 18}. 1If negative, enter O. o e 0_19
20. Contribution from income and assets B T s ~ ‘

‘ (lines 13 + 19). ' : o | 235 20
21,  Multiple student adjustment. Multiply - - L T
~ « 1line 20 by multiple student rate (Table 2). S 235 :21
22. . Student‘’s Eligibility Index = line 21. =~ -~ ‘ 235 22

&

52 ° ‘4 . - .
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e

REFERENCE TABLES FOR DETERMINATION
OF STUDENT ELIGIBILITY INDEX

TABLE 1

FAMILY SIZE OFFSETS

Family Size Dollar Amounts  Family Sige Dollar Amounts
l . L] L] - L3 . - . . 3'850 ) ) o 8 * * o w - - . - - . 12'550
) 2 « s & = & & = o 5’000 ‘-‘ 9 » ®» e e ¥ & w s & @8 13‘750
_~_?‘ '3'- s e ® & * ® 5 ® 5,050 ' . 1-0 e « & % ® e = e & . 14,850
I P 7,700 plus.$1,150 for each additional -
B 4« ¢ o o .6 o o @« = 9,050 family member over 10.
6 Ll - - - - * Ll - - 10'250 .‘ ‘ ‘ ) ‘ .
7 e o e ‘d‘ [] [] a a e 111350
“TABLE 2 .
: ‘Multiple Student Calculation Rate
‘Number in Calculation
Postsecondary Rate
o> ‘Education
e L1 . 100%
\ ! 2 : 70%
. 3 : o 50%
4 or more ~ 40% v
TABLE 3 ST

~ Dependent Student

Boﬁh Parents

Employment Expense Offset

Independent Student

with a Family Size -Greater Than One

Head of

_Single Student & Spouse
Employed Household Employed
50% of Lesser 50% of Income, 50% of Lesser

Income, not to

Exceed $1,500 $1,500

- _'TABLE 4

For Independent Students

<

~~TTRates to-Determine - - - -
Contribution £rom Income

"Type of Family
Single Student
‘Student with family
size greater than one

not to Exceed -

Income, not to
.Excged $1,500

TABLE 5

‘Against Income
Rate - Type of vamily
. 75% Single Student
' . Married Student
25%

- pependent -Student- Offset .

Single Head of
'Household

50% of Incéme,
not to Exceed
$1,500

For Devendent Students

*

B



